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MEMORANDUM 


DATE: 

August 28, 2019 

TO: 

All Commissioners 

All State Corporations 

CC: 

Ben Stevens, Chief of Staff 

All Administrative Services Directors 

FROM: 

Donna Arduin, Director 


Office of Management and Budget 

RE: 

FY2021 Budget Development Planning 


I want to thank you for your contributions and all the hard work that went into finali 2 ing an FY2020 
budget that starts us down the path to a long-term sustainable, predictable, and affordable fiscal plan. 
The collaboration from you and your staff, especially your Administrative Services Directors and 
Budget teams, was critical to the success of enacting an FY2020 operating budget that spends $640 
milli on less in State funds than FY2019. We will continue in this positive direction as we develop the 
FY2021 budget 

Without policy changes, there will be a deficit of $883 million between the FY2021 projected revenue 
from the Spring 2019 Revenue Forecast and the current spending level, so we are seeking ideas and 
proposals from each agency in order to bridge this gap. We recognize that agencies have reduced 
their budgets over the last several years, but to bridge this gap, further reductions will be necessary. 
Attached for your reference is a report that shows the change in State Funds spending from FY2019 
to FY2020 by agency. The target reduction for all agencies from FY2019 to FY2021 is 15%. Agencies 
that submit proposals that result in a higher percentage savings will be able to recommit a portion of 
their savings to higher priority programs. ‘ 

«&.- • ^ isgjUnt ~y _ . ...... • 

Each agency will need to evaluate their programs and activities using the following criteria: 

• Evaluating core services and identifying non-core services that can be trimmed or eliminated. 

• Ali gning core services to better serve customers and identifying business process realignment 
and efficiencies. 

• Working across agency lines with other Commissioners to identify and eliminate duplication 
of services. 
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• Reducing regulatory burden - Conduct a thorough review of regulations to reduce burden on 
Alaskans and Alaska businesses, and include an estimate of cost savings to impacted 
individuals or businesses. 

• Proposing statutory changes - Conduct a thorough review of statute changes required to 
streamline business functions and operations. The Governor’s policy continues to be to 
follow the statue, so we will be proposing statutory changes with budget proposals. 

• Reviewing outcomes — Outcome-based data will be required to not only inform spending 
reduction proposals, but also to justify continuing or increasing proposed spending levels. 

• Prioritizing programs based on core service alignment and outcome data. 

• Increasing individual, business, and community self-sufficiency and reducing dependence on 
State government. 

• Outsourcing - Identify areas where the private sector might be able to provide services and 
areas we might be competing with the private sector. 

Program Prioritization 

We are requesting an update to each agency’s program prioritization, and this year we are requiring 
this prioritization as an ordinal listing (e.g., #1-17) for each program. If your prior program 
pnontization did not split out IT, please ensure that your updated prioritization does. Programs with 
a greater impact on an agency's mission should be ranked higher than ancillary programs. Attached 
for each agency to use is a template to provide not only an ordinal prioritization, but also activity 
costs and outcome data for each program. Administrative Service Directors will be trained to 
evaluate activity costs and outcomes as part of their Performance-based Budget training. 

The preliminary ordinal prioritization will need to be provided for discussion during your agency’s 
Budget Development meeting in September, but the foil completed document with outcome 
information will not be due until your Governor’s scenario is submitted on October 31 Outcome 
based data will be required to not only inform spending reduction proposals, but also to justify 
continuing or increasing proposed spending levels. y 

Everything Should Be Considered 

Please resubmit proposals from your previous efforts that you would like considered again Anythin 
the Governor proposed in his February 13 budget that did not get fully implemented in the final § 
FY2020 budget could be submitted for consideration of foil implementation in FY2021 Please 
submit your evaluation of the program and the reason for your proposal. Significant program^ 
restructuring or outsourcing, and agency realignments are examples of potential proposals*” 1 

Revenue ideas will also be considered, including changes in your program taxes and fees, or tax cuts 
that could spur economic growth. Please send those ideas in advance as soon as they are read and 
include a briefing paper for each idea that can be presented to the Governor’s team 
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Fund Clarification 

We intend to use a new fund code structure in the budget bills submitted for FY2021 that cla 
the fact that Unrestricted General Funds, Designated General Funds and Other State Funds a 
State Funds. We also intend to simplify appropriation language in the bills to reflect the new 
structure. The Attorney General has stated that dedicated funds are unconstitution , ut many 
Funds have been treated as dedicated. 

We will be working with the Division of Finance and the Depart ofXaw ^^odwelop 
Funds and place them into two categones (1) General Funds and ( ) are 

a better name for the “Other” Funds category that more clearly describes t be 

restricted in a very specific way to a specific purpose, such as the direction we are 

working with the Legislature and Legislative Finance to ensure th y 
going. More information on this will be provided as the process develops. 

Prior Year Appropriation Review and Clean Up 

We will be working with each agency on an appropnation ^ ^ ^ appropriations for 

budget development pence,. This£ enf^ teahty £ -longer be a 

to the general fund. 

Performance-Based Budgeting 

J u , inform the State's budget, we are implementing performance-based 
Moving forward » “P out , he new performance framework with pilot agene.es 

budgeting (PBB). In FY2021, ^ more dearly show how 

and then incorporate odtee ag~^ how J ffici e„d y the government is meedng its 
much government services and policies cost, 

obligations. 

For FY2021 budget development all agenc.es will idennly how each budge, component ahgns with 
one or more of the six core policy areas, by percentage: 


• Public Protection 

• Economic Development 

• Education 

. Individual, Community, and Business Self-Sufficiency 

• Resource Management 

• State Operating Infrastructure 


* work wdl be due with your agency’s Governor’s scenano on October 31. D-W 
fo, inputting this infonnation into the Alaska Budget System (ABS) is attached n a , P 

agencies and/o, programs will subnut a portton of then FY2021 budge, proposal m the 
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performance-based budgeting format. Pilot groups will be contacted individually to clarify scope and 
detailed training will be provided. During this transition period, non-pilot programs will still need to 
update the current state performance data. 

Existing Initiatives 

The FY2021 Governor’s budget proposal will not include position transfers related to any existing 
statewide consolidation initiatives except for the next phase of the Facilities Maintenance 
consolidation into the Division of Facilities Services. Each agency leading a statewide initiative or 
Governor’s Directive should provide a project update at their FY2021 Budget Development 
meetings. 

Budget Development Meetings and Timeline 

• Individual agency FY2021 Budget Development meetings with OMB will occur during the 
month of September. 

o All meeting materials should be submitted to your OMB budget analyst one week prior to 
your scheduled meeting. If you have questions about your meeting, please contact Elanor 
Watts at 465-4660. 

• September Budget Development meeting materials should include: 

o Agency Budget Proposals document with write-ups for each budget proposal 
o Preliminary agency program prioritization — final program prioritization with 

supporting information will be submitted with your Governor’s scenario on October 
31 

o Statewide Initiatives and Governor’s Directives update 
o Capital appropriations spending update 
o A Deferred Maintenance backlog update 
o Fund balance projections 

• Meetings to further discuss Budget Proposals with the Governor’s Office staff will occur 
during the month of October. 

• A calendar of the budget process through December is attached for your reference. 

I look forward to working with you on the next step toward putting a long-term, sustainable fiscal 
plan in place for Alaska. 

Enclosures: 

• Attachment 1 - FY2019 to FY2020 State Fund Savings by Agency 

• Attachment 2 - Program Prioritization Template 

• Attachment 3 — Agency Budget Proposals Template 

• Attachment 4 - PBB Statewide Core Policy Distribution Instructions 

• Attachment 5 - Capital Appropriation Spend Update Template 

• Attachment 6 - FY2019 Deferred Maintenance Backlog for Update 

• Attachment 7 — Fund Balance Projections Template 

• Attachment 8 — Budget Calendar through December 



FY2021 Budget Development Guidance Memo Attachment 1 - FY19 to FY20 Change by Agency 



Released August 19. 2019 
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Budget Preparation Calendar 

Ih!z____ 

Juiy 1 

■ Fiscal year begins 
July 16 

■ Authorized scenario due to OMB 
Mid 

■ 4th quarter appropriation status review by departments and OMB (AS 37.07.080(f)) 

July 31 

■ Management Plan change records and personal services modules due to OMB _ 

Mid --— 

OMB issues memo to departments listing discussion topics for annual budget meetings; in 
preparation for the annual budget meetings agencies should: 

■ Complete a program review to develop budget proposals 

■ Review balances of capital projects 

■ Update Deferred Maintenance backlogs 

■ Update fund balance projections 

■ Review progress on statewide initiatives and Governor’s directives 
August 23 

■ Prior fiscal year revised program (RP) transactions due to OMB 
Late 

■ Conference Committee and Summary of Appropriations books issued by Legislative Finance 
August 30 

" Top priority Deferred Maintenance projects and prior year DM spend updates due to OMB 

September _ ~ 

Early 

■ Submit annual budget meeting materials to OMB one week prior to your scheduled meeting date 

■ A briefing paper for each budget proposal 

■ Draft change records for each proposal in ABS 

■ Preliminary agency program prioritization 

■ Statewide initiatives and Governor’s directives update 

■ Capital appropriations spending update 

■ A Deferred Maintenance backlog update 

■ Fund balance projections 

■ OMB sends prior year accounting system reports to departments for Final Authorized and Actuals 
scenarios 

■ OMB issues fee report instructions 

■ Final Authorized and Actuals scenarios made available statewide 
September 9 

■ Any necessary adjustments needed for Authorized scenario because of repeals, reappropriations or 
final actual carryforward amounts due to OMB 






September 13 

■ OMB sends final Deferred Maintenance distribution to agencies I 

September 15 

■ Mental Health Trust Authority budget and implementation plan due to the Governor, LB&A, and 
departments (AS 47.30.046) 

■ Final A0266 regulation review results due to the Governor and OMB 

Mid to Late 

■ OMB conducts annual budget meetings with departments 

■ Next fiscal year chargeback rates due to OMB and Administrative Services Directors 

■ Departments and OMB refine estimates of future fiscal year major budget changes (formula, debt, 
annualized fiscal notes, Medicaid, etc.) 

September 18 

Prior year Final Authorized and Actuals scenarios with change records due to OMB (expenditure and 
revenue detail records for Actuals may be completed but should not be submitted to OMB) 

Late 

■ OMB posts approved next fiscal year chargeback rates online 

——Governor scenario is made available statewide with next fiscal year personal services rates__ 

October 1 " “ ~ ------ 

■ Fee report due to OMB (AS 37.10.050(c)) 

Early 

! Pr °7 des 0pe / a ^ 8 and Capit f ABS extracts to the Department of Revenue for the fall forecast 

OMB meets with the Governor and staff to discuss revenue budget proposals 

Mid to Late 

I ?^® meetS r th the Go T em0r and Staff to discuss 0ther a 8 enc 7 bud 8 et proposals 

AH^L provides estimated dividend for upcoming budget year 

1 st quarter appropriation status review by departments and OMB (AS 37.07.080(f)) 

Late 

■ Legislative intent responses from departments due to OMB 

■ ASLC (AS 14.42.295) declares dividend for upcoming budget year 

October 31 

■ Governor operating scenario with change records and personal services modules in final form all 
expenditure and revenue detail, and new statewide policy distributions due to OMB 

■ Capital budget scenario with capital projects in final form due to OMB 

■ Department-level narrative due to OMB 

■ Program prioritization with outcomes data due to OMB 

November ~ " " " - 


November 5 ---- 

(AS ^4 V7500) fr ° m SCh ° 01 districts due to Department of Education and Early Development 

Early 

■ University of Alaska Board of Regents approves budget 
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Hvlid 

■ OMB issues fiscal note instructions 

November 15 , 

■ State Officers Compensation Commission preliminary findings and recommendations due (A5 

39.23.540(c)) 

I ■ Legislative intent responses due to Legislative Finance 

I November 17 , rwwrR 

I ■ Organizational charts and non-departmental narrative including per ormance ue 

^O^mrnceives final student count from the Depar tment of Education and Early Development- 

| December _____—--- 

1 ■ AIDEA (AS 44.88.088) declares dividend for upcoming budget year 

■ OMB tests ABS numbers by running the three budget bills hea]th 

I ■ OMB and departments review numbers and language sections o opera ng, p 

I bills D , 

■ Department of Revenue releases Fall Revenue Sources Book available to 

I ■ Capital Appropriation Stams Report (CASR) year-end accounting sys em 

departments 

■ OMB distributes reports identifying potential ratifications 

■^Governor's budget bills, revenue bill(s) as applicable, fiscal summary, debt sum '“ r >; d 'P ar ™“' 
reports, executive sumnwy of the 10-,ea, plan, and perfomrance measures posted on the OMB 

website (AS 37.07.020) /AQ . 7 n7 

- OMB transmits budget bills and data files to Legislative Finance (AS 37.07.020) 

■ Fee report due to LB&A (AS 37.10.050(c)) 

Mid to Late 

■ Lease-purchase agreement report due to OMB 

- Budget Books delivered to OMB (after OMB budget analyst approval) 


■ OMB delivers Budget Books to Legislative Finance 



